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asset. Upon application and throughout
the term of the guarantee, guaranteed
lenders not subject to collateral pledg-
ing requirements shall identify, with
the concurrence of the Secretary, spe-
cific assets to be held as collateral
should the credit rating of its senior
secured debt, or its corporate credit
rating, as applicable, without regard to
the guarantee fall below ‘“A-.” The
Secretary has discretion to require col-
lateral at any time should cir-
cumstances warrant.

(c) The final maturity of the guaran-
teed bonds shall not exceed 20 years.

(d) The guaranteed bonds shall be
issued to the Federal Financing Bank
on terms and conditions consistent
with comparable government-guaran-
teed bonds and satisfactory to the Sec-
retary.

(e) The Secretary shall guarantee
payment son guaranteed bonds in such
forms and on such terms and condi-
tions and subject to such covenants,
representations, warranties and re-
quirements (including requirements for
audits) as determined appropriate for
satisfying the requirements of this
part. The Secretary shall require the
guaranteed lender to enter into a guar-
antee agreement to evidence its ac-
ceptance of the foregoing. Any guar-
antee issued under this part shall be
made in a separate and distinct offer-
ing.

[69 FR 63049, Oct. 29, 2004, as amended at 75
FR 42574, July 22, 2010]

§1720.5 Eligibility criteria.

(a) To be eligible to participate in
the program, a guaranteed lender must
be:

(1) A bank or other lending institu-
tion organized as a private, not-for-
profit cooperative association, or oth-
erwise organized on a non-profit basis;
and

(2) Able to demonstrate to the Sec-
retary that it possesses the appropriate
expertise, experience, and qualifica-
tions to make loans for electrification
or telephone purposes.

(b) To be eligible to receive a guar-
antee, a guaranteed lender’s bond must
meet the following criteria:

(1) The guaranteed lender must fur-
nish the Secretary with a certified list
of the principal balances of eligible

§1720.6

loans then outstanding and certify that
such aggregate balance is at least
equal to the sum of the proposed prin-
cipal amount of guaranteed bonds to be
issued, and any previously issued guar-
anteed bonds outstanding; and

(2) The guaranteed bonds to be issued
by the guaranteed lender must receive
an underlying investment grade rating
from a Rating Agency, without regard
to the guarantee;

(c) A lending institution’s status as
an eligible applicant does not assure
that the Secretary will issue the guar-
antee sought in the amount or under
the terms requested, or otherwise pre-
clude the Secretary from declining to
issue a guarantee.

[69 FR 63049, Oct. 29, 2004, as amended at 75
FR 42574, July 22, 2010]

§1720.6 Application process.

(a) Applications shall contain the fol-
lowing:

(1) Background and contact informa-
tion on the applicant;

(2) A term sheet summarizing the
proposed terms and conditions of, and
the security pledged to assure the ap-
plicant’s performance under, the guar-
antee agreement;

(3) A statement by the applicant as
to how it proposes to use the proceeds
of the guaranteed bonds, and the finan-
cial Dbenefit it anticipates deriving
from participating in the program;

(4) A pro-forma cash flow projection
or business plan for the next five years,
demonstrating that there is reasonable
assurance that the applicant will be
able to repay the guaranteed bonds in
accordance with their terms;

(5) Consolidated financial statements
of the guaranteed lender for the pre-
vious three years that have been au-
dited by an independent certified pub-
lic accountant, including any associ-
ated notes, as well as any interim fi-
nancial statements and associated
notes for the current fiscal year;

(6) BEvidence of having been assigned
an investment grade rating on the debt
obligations for which it is seeking the
guarantee, without regard to the guar-
antee;

(7) Evidence of a credit rating, from a
Rating Agency, on its senior secured
debt or its corporate credit rating, as
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